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Risks Associated With Measuring the Accrued Liability and 
Actuarially Determined Contribution  

Ratio of Net Cash Flow to Market Value of Assets 
A positive net cash flow means contributions exceed benefits and expenses. A negative cash flow means 
existing funds are being used to make payments. A certain amount of negative net cash flow is generally 
expected to occur when benefits are prefunded through a qualified trust. Large negative net cash flows as 
a percent of assets may indicate a super-mature plan or a need for additional contributions. 

Duration of Actuarial Accrued Liability 
The duration of the actuarial accrued liability may be used to approximate the sensitivity to a 1% change 
in the assumed rate of return. For example, duration of 10 indicates that the liability would increase 
approximately 10% if the assumed rate of return were lowered 1%.  

Additional Risk Assessment 
Additional risk assessment is outside the scope of the annual actuarial valuation. Additional assessment 
may include scenario tests, sensitivity tests, stochastic modeling, stress tests, and a comparison of the 
present value of accrued benefits at low-risk discount rates with the actuarial accrued liability 




